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191—37.12(514D)  Loss ratio standards and refund or credit of premium.
37.12(1)   Loss ratio standards.
a. A Medicare supplement policy form or certificate form shall not be delivered or issued for de-

livery unless the policy form or certificate form can be expected, as estimated for the entire period for
which rates are computed to provide coverage, to return to policyholders and certificate holders in the
form of aggregate benefits (not including anticipated refunds or credits) provided under the policy
form or certificate form:

(1) At least 75 percent of the aggregate amount of premiums earned in the case of group policies,
or

(2) At least 65 percent of the aggregate amount of premiums earned in the case of individual poli-
cies, calculated on the basis of incurred claims experience or incurred health care expenses where cov-
erage is provided by a health maintenance organization on a service rather than reimbursement basis
and earned premiums for such period and in accordance with accepted actuarial principles and practic-
es.

b. All filings of rates and rating schedules shall demonstrate that expected claims in relation to
premiums comply with the requirements of this rule when combined with actual experience to date.
Filings of rate revisions shall also demonstrate that the anticipated loss ratio over the entire future peri-
od for which the revised rates are computed to provide coverage can be expected to meet the appropri-
ate loss ratio standards.

c. For all policies issued prior to January 1, 1992, expected claims in relation to premiums shall
meet:

(1) The originally filed anticipated loss ratio when combined with the actual experience from in-
ception;

(2) The appropriate loss ratio requirement from 37.12(1)“a” (1) and (2) when combined with ac-
tual experience beginning with January 1, 1996, to date; and

(3) The appropriate loss ratio requirement from 37.12(1)“a” (1) and (2) over the entire future peri-
od for which rates are computed to provide coverage.

37.12(2)   Refund or credit calculation.
a. An issuer shall collect and file with the commissioner by May 31 of each year the data con-

tained in the reporting form contained in Appendix A for each type in a standard Medicare supplement
benefit plan.

b. If, on the basis of the experience as reported, the benchmark ratio since inception (ratio 1) ex-
ceeds the adjusted experience ratio since inception (ratio 3), then a refund or credit calculation is re-
quired.  The refund calculation shall be done on a statewide basis for each type in a standard Medicare
supplement benefit plan.  For purposes of the refund or credit calculation, experience on policies issued
within the reporting year shall be excluded.

c. For purposes of this subrule, policies or certificates issued prior to January 1, 1992, the issuer
shall make the refund calculation separately for all individual policies (including all group policies
subject to an individual loss ratio standard when issued) combined and all other group policies com-
bined for experience after January 1, 1996.  The first report shall be due May 31, 1998.

d. A refund or credit shall be made only when the benchmark loss ratio exceeds the adjusted ex-
perience loss ratio and the amount to be refunded or credited exceeds a de minimis level.  Such refund
shall include interest from the end of the calendar year to the date of the refund or credit at a rate speci-
fied by the Secretary of Health and Human Services, but in no event shall it be less than the average rate
of interest for 13-week Treasury notes.  A refund or credit against premiums due shall be made by Sep-
tember 30 following the experience year upon which the refund or credit is based.
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37.12(3)   Annual filing of premium rates.  An issuer of Medicare supplement policies and certifi-
cates issued before or after the effective date of January 1, 1992, in this state shall file annually its rates,
rating schedule and supporting documentation including ratios of incurred losses to earned premiums
by policy duration for approval by the commissioner in accordance with the filing requirements and
procedures prescribed by the commissioner.  The supporting documentation shall also demonstrate in
accordance with actuarial standards of practice using reasonable assumptions that the appropriate loss
ratio standards can be expected to be met over the entire period for which rates are computed.  Such
demonstration shall exclude active life reserves.  An expected third-year loss ratio which is greater
than or equal to the applicable percentage shall be demonstrated for policies or certificates in force less
than three years.

As soon as practicable, but prior to the effective date of enhancements in Medicare benefits, every
issuer of Medicare supplement policies or certificates in this state shall file with the commissioner in
accordance with the applicable filing procedures of this state:

a. (1)  Appropriate premium adjustments necessary to produce loss ratios as anticipated for the
current premium for the applicable policies or certificates.  Such supporting documents as necessary to
justify the adjustment shall accompany the filing.

(2) An issuer shall make such premium adjustments as are necessary to produce an expected loss
ratio under such policy or certificate as will conform with minimum loss ratio standards for Medicare
supplement policies and which are expected to result in a loss ratio at least as great as that originally
anticipated in the rates used to produce current premiums by the issuer for such Medicare supplement
policies or certificates.  No premium adjustment which would modify the loss ratio experience under
the policy other than the adjustments described herein shall be made with respect to a policy at any time
other than upon its renewal date or anniversary date.

(3) If an issuer fails to make premium adjustments acceptable to the commissioner, the commis-
sioner may order premium adjustments, refunds or premium credits deemed necessary to achieve the
loss ratio required by this rule.

b. Any appropriate riders, endorsements or policy forms needed to accomplish the Medicare sup-
plement policy or certificate modifications necessary to eliminate benefit duplications with Medicare.
Such riders, endorsements or policy forms shall provide a clear description of the Medicare supple-
ment benefits provided by the policy or certificate.

37.12(4)   Public hearings.  The commissioner may conduct a public hearing to gather information
concerning a request by an issuer for an increase in a rate for a policy form or certificate form issued
before or after the effective date of January 1, 1992, if the experience of the form for the previous re-
porting period is not in compliance with the applicable loss ratio standard.  The determination of com-
pliance is made without consideration of any refund or credit for such reporting period.  Public notice
of such hearing shall be furnished in a manner deemed appropriate by the commissioner.

191—37.13(514D)  Filing and approval of policies and certificates and premium rates.
37.13(1)   An issuer shall not deliver or issue for delivery a policy or certificate to a resident of this

state unless the policy form or certificate form has been filed with and approved by the commissioner in
accordance with filing requirements and procedures prescribed by the commissioner.

37.13(2)   An issuer shall not use or change premium rates for a Medicare supplement policy or cer-
tificate unless the rates, rating schedule and supporting documentation have been filed with and ap-
proved by the commissioner in accordance with the filing requirements and procedures prescribed by
the commissioner.
IAC 11/13/91, 9/9/98
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37.13(3)   a.  Except as provided in paragraph “b”  of this subrule, an issuer shall not file for approval
more than one form of a policy or certificate of each type for each standard Medicare supplement bene-
fit plan.

b. An issuer may offer, with the approval of the commissioner, up to four additional policy forms
or certificate forms of the same type for the same standard Medicare supplement benefit plan, one for
each of the following cases:

(1) The inclusion of new or innovative benefits;
(2) The addition of either direct response or agent marketing methods;
(3) The addition of either guaranteed issue or underwritten coverage;
(4) The offering of coverage to individuals eligible for Medicare by reason of disability.
c. For the purposes of this section, a “type” means an individual policy, a group policy, an indi-

vidual Medicare Select policy, or a group Medicare Select policy.
37.13(4)   a.  Except as provided in subparagraph “a”  (1) below, an issuer shall continue to make

available for purchase any policy form or certificate form issued after January 1, 1992, that has been
approved by the commissioner.  A policy form or certificate form shall not be considered to be avail-
able for purchase unless the issuer has actively offered it for sale in the previous 12 months.

(1) An issuer may discontinue the availability of a policy form or certificate form if the issuer pro-
vides to the commissioner in writing its decision at least 30 days prior to discontinuing the availability
of the form of the policy or certificate.  After receipt of the notice by the commissioner, the issuer shall
no longer offer for sale the policy form or certificate form in this state.

(2) An issuer that discontinues the availability of a policy form or certificate form pursuant to sub-
paragraph “a”  (1) above shall not file for approval of a new policy form or certificate form of the same
type for the same standard Medicare supplement benefit plan as the discontinued form for a period of
five years after the issuer provides notice to the commissioner of the discontinuance.  The period of
discontinuance may be reduced if the commissioner determines that a shorter period is appropriate.

b. The sale or other transfer of Medicare supplement business to another issuer shall be consid-
ered a discontinuance for the purposes of this subrule.

c. A change in the rating structure or methodology shall be considered a discontinuance under
paragraph “a” of this subrule unless the issuer complies with the following requirements:

(1) The issuer provides an actuarial memorandum, in a form and manner prescribed by the com-
missioner, describing the manner in which the revised rating methodology and resultant rates differ
from the existing rating methodology and resultant rates.

(2) The issuer does not subsequently put into effect a change of rates or rating factors that would
cause the percentage differential between the discontinued and subsequent rates as described in the
actuarial memorandum to change.  The commissioner may approve a change to the differential which
is in the public interest.

37.13(5)   a.  Except as provided in paragraph “b”  of this subrule, the experience of all policy forms
or certificate forms of the same type in a standard Medicare supplement benefit plan shall be combined
for purposes of the refund or credit calculation prescribed in 37.12(514D).

b. Forms assumed under an assumption reinsurance agreement shall not be combined with the
experience of other forms for purposes of the refund or credit calculation.

191—37.14(514D)  Permitted compensation arrangements.
37.14(1)   An issuer or other entity may provide commission or other compensation to an agent or

other representative for the sale of a Medicare supplement policy or certificate only if the first-year
commission or other first-year compensation is no more than 200 percent of the commission or other
compensation paid for selling or servicing the policy or certificate in the second year or period.



Ch 37, p.18 Insurance[191] IAC 2/28/96, 9/9/98

37.14(2)   The commission or other compensation provided in subsequent (renewal) years must be
the same as that provided in the second year or period and must be provided for no fewer than five
renewal years.

37.14(3)   No issuer or other entity shall provide compensation to its agents or other producers and
no agent or producer shall receive compensation greater than the renewal compensation payable by the
replacing issuer on renewal policies or certificates if an existing policy or certificate is replaced.

37.14(4)   For purposes of this rule, “compensation” includes pecuniary or nonpecuniary remunera-
tion of any kind relating to the sale or renewal of the policy or certificate including, but not limited to,
bonuses, gifts, prizes, awards and finders fees.

191—37.15(514D)  Required disclosure provisions.
37.15(1)   General rules.
a. Medicare supplement policies and certificates shall include a renewal or continuation provi-

sion.  The language or specifications of such provisions shall be consistent with the type of contract
issued.  Such provision shall be appropriately captioned and shall appear on the first page of the policy,
and shall include any reservation by the issuer of the right to change premiums and any automatic re-
newal premium increases based on the policyholder’s age.

b. Except for riders or endorsements by which the issuer effectuates a request made in writing by
the insured, exercises a specifically reserved right under a Medicare supplement policy, or is required
to reduce or eliminate benefits to avoid duplication of Medicare benefits, all riders or endorsements
added to a Medicare supplement policy after date of issue or at reinstatement or renewal which reduce
or eliminate benefits or coverage in the policy shall require a signed acceptance by the insured.  After
the date of policy or certificate issue, any rider or endorsement which increases benefits or coverage
with a concomitant increase in premium during the policy term shall be agreed to in writing signed by
the insured, unless the benefits are required by the minimum standards for Medicare supplement poli-
cies, or if the increased benefits or coverage is required by law.  Where a separate additional premium is
charged for benefits provided in connection with riders or endorsements, such premium charge shall be
set forth in the policy.

c. Medicare supplement policies or certificates shall not provide for the payment of benefits
based on standards described as “usual and customary,” “reasonable and customary” or words of simi-
lar import.

d. If a Medicare supplement policy or certificate contains any limitations with respect to preexist-
ing conditions, such limitations shall appear as a separate paragraph of the policy and be labeled as
“Preexisting Condition Limitations.”

e. Medicare supplement policies and certificates shall have a notice prominently printed on the
first page of the policy or certificate or attached thereto stating in substance that the policyholder or
certificate holder shall have the right to return the policy or certificate within 30 days of its delivery and
to have the premium refunded if, after examination of the policy or certificate, the insured person is not
satisfied for any reason.

f. (1)  Issuers of accident and sickness policies, or certificates which provide hospital or medical
expense coverage on an expense-incurred or indemnity basis to a person(s) eligible for Medicare shall
provide to those applicants a Guide to Health Insurance for People with Medicare in the form devel-
oped jointly by the National Association of Insurance Commissioners and the Health Care Financing
Administration and in a type size no smaller than 12-point type.  Delivery of the Guide shall be made
whether or not such policies or certificates are advertised, solicited or issued as Medicare supplement
policies or certificates as defined in this chapter.  Except in the case of direct response issuers, delivery
of the Guide shall be made to the applicant at the time of application and acknowledgment of receipt of
the Guide shall be obtained by the issuer.  Direct response issuers shall deliver the Guide to the appli-
cant upon request but not later than at the time the policy is delivered.

(2) For the purposes of this rule, “form” means the language, format, type size, type proportional
spacing, bold character and line spacing.
IAC 2/28/96, 9/9/98
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37.15(2)   Notice requirements.
a. As soon as practicable, but no later than 30 days prior to the annual effective date of any Medi-

care benefit changes, an issuer shall notify its policyholders and certificate holders of modifications it
has made to Medicare supplement insurance policies or certificates in a format acceptable to the com-
missioner.

(1) Include a description of revisions to the Medicare program and a description of each modifica-
tion made to the coverage provided under the Medicare supplement policy or certificate, and

(2) Inform each policyholder or certificate holder as to when any premium adjustment is to be
made due to changes in Medicare.

b. The notice of benefit modifications and any premium adjustments shall be in outline form and
in clear and simple terms so as to facilitate comprehension.

c. Such notices shall not contain or be accompanied by any solicitation.
37.15(3)   Outline of coverage requirements for Medicare supplement policies.
a. Issuers shall provide an outline of coverage to all applicants at the time application is presented

to the prospective applicant and, except for direct response policies, shall obtain an acknowledgment
of receipt of such outline from the applicant; and

b. If an outline of coverage is provided at the time of application and the Medicare supplement
policy or certificate is issued on a basis which would require revision of the outline, a substitute outline
of coverage properly describing the policy or certificate shall accompany such policy or certificate
when it is delivered and contain the following statement, in no less than 12-point type, immediately
above the company name:

“NOTICE:  Read this outline of coverage carefully.  It is not identical to the outline of coverage
provided upon application and the coverage originally applied for has not been issued.”

c. The outline of coverage provided to applicants pursuant to this subrule consists of four parts:  a
cover page, premium information, disclosure pages, and charts displaying the features of each benefit
plan offered by the issuer.  The outline of coverage shall be in the language and format prescribed be-
low in no less than 12-point type.  All plans “A” to “J” shall be shown on the cover page, and the plan(s)
that are offered by the issuer shall be prominently identified.  Premium information for plans that are
offered shall be shown on the cover page or immediately following the cover page and shall be promi-
nently displayed.  The premium and mode shall be stated for all plans that are offered to the prospective
applicant.  All possible premiums for the prospective applicant shall be illustrated.
IAC 11/13/91, 9/9/98
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d. The following items shall be included in the outline of coverage in the order prescribed below.

[Company Name]
Outline of Medicare Supplement Coverage—Cover page:
Benefit Plans ______ [insert letters of plans being offered]

Medicare supplement insurance can be sold in only ten standardized plans plus two high deductible plans.  The chart shows the
benefits in each plan.  Every company must make available Plan “A.”  Some plans may not be available in Iowa.

BASIC BENEFITS:   Included in All Plans.
Hospitalization:  Part A coinsurance plus coverage for 365 additional days after Medicare benefits end.
Medical Expenses:  Part B coinsurance (generally 20% of Medicare-approved expenses or, in the case of hospital outpatient depart-
ment services under a prospective payment system, applicable copayments).
Blood:  First three pints of blood each year.

A B C D E F F* G H I J J*

Basic
Benefits

Basic
Benefits

Basic
Benefits

Basic
Benefits

Basic
Benefits

Basic
Benefits

Basic
Benefits

Basic
Benefits

Basic
Benefits

Basic
Benefits

Skilled
Nursing
Coinsurance

Skilled
Nursing
Coinsurance

Skilled
Nursing
Coinsurance

Skilled
Nursing
Coinsurance

Skilled
Nursing
Coinsurance

Skilled
Nursing
Coinsurance

Skilled
Nursing
Coinsurance

Skilled
Nursing
Coinsurance

Part A
Deductible

Part A
Deductible

Part A
Deductible

Part A
Deductible

Part A
Deductible

Part A
Deductible

Part A
Deductible

Part A
Deductible

Part A
Deductible

Part B
Deductible

Part B
Deductible

Part B
Deductible

Part B
Excess
(100%)

Part B
Excess
(80%)

Part B
Excess
(100%)

Part B
Excess
(100%)

Foreign
Travel
Emergency

Foreign
Travel
Emergency

Foreign
Travel
Emergency

Foreign
Travel
Emergency

Foreign
Travel
Emergency

Foreign
Travel
Emergency

Foreign
Travel
Emergency

Foreign
Travel
Emergency

At-Home
Recovery

At-Home
Recovery

At-Home
Recovery

At-Home
Recovery

Basic Drugs
($1,250
Limit)

Basic Drugs
($1,250
Limit)

Extended
Drugs
($3,000
Limit)

Preventive
Care

Preventive
Care

*Plans F and J also have an option called a high deductible Plan F and a high deductible Plan J.  These high deductible plans pay the same or offer the same
benefits as Plans F and J after one has paid a calendar year [$1,500] deductible.  Benefits from high deductible Plans F and J will not begin until out-of-
pocket expenses are [$1,500].  Out-of-pocket expenses for this deductible are expenses that would ordinarily be paid by the policy.  These expenses include
the Medicare deductibles for Part A and Part B, but do not include, in Plan J, the plan’s separate prescription drug deductible or, in Plans F and J, the plan’s
separate foreign travel emergency deductible.
IAC 2/24/99
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PREMIUM INFORMATION
We [insert issuer’s name] can only raise your premium if we raise the premium for all policies like

yours in this State.  [If the premium is based on the increasing age of the insured, include information
specifying when premiums will change.]

DISCLOSURES
Use this outline to compare benefits and premiums among policies.

READ YOUR POLICY VERY CAREFULLY
This is only an outline describing your policy’s most important features.  The policy is your insur-

ance contract.  You must read the policy itself to understand all of the rights and duties of both you and
your insurance company.

RIGHT TO RETURN POLICY
If you find that you are not satisfied with your policy, you may return it to [insert issuer’s address].  If

you send the policy back to us within 30 days after you receive it, we will treat the policy as if it had
never been issued and return all of your payments.

POLICY REPLACEMENT
If you are replacing another health insurance policy, do NOT cancel it until you have actually re-

ceived your new policy and are sure you want to keep it.

NOTICE
This policy may not fully cover all of your medical costs.
[for agents: ]
Neither [insert company’s name] nor its agents are connected with Medicare.
[for direct response: ]
[insert company’s name] is not connected with Medicare.
This outline of coverage does not give all the details of Medicare coverage.  Contact your local So-

cial Security Office or consult “The Medicare Handbook” for more details.

COMPLETE ANSWERS ARE VERY IMPORTANT
When you fill out the application for the new policy, be sure to answer truthfully and completely all

questions about your medical and health history.  The company may cancel your policy and refuse to
pay any claims if you leave out or falsify important medical information.  [If the policy or certificate is
guaranteed issue, this paragraph need not appear.]

Review the application carefully before you sign it.  Be certain that all information has been proper-
ly recorded.

[Include for each plan prominently identified in the cover page, a chart showing the services, Medi-
care payments, plan payments and insured payments for each plan, using the same language, in the
same order, using uniform layout and format as shown in the charts below.  No more than four plans
may be shown on one chart.  For purposes of illustration, charts for each plan are included in this sub-
rule.  An issuer may use additional benefit plan descriptions on these charts pursuant to 37.8(4).]

[Include an explanation of any innovative benefits on the cover page and in the chart, in a manner
approved by the commissioner.]
IAC 9/9/98


